
VIRGIN IA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

IN RE:

Application of Oxy USA, Inc.
for Forced Pooling of Interests in a Drilling Unit

Affected b> Well Number CMB Z-12, VGOB 0521-126 in the
South windy Magisterial District ofBuchanan County, Viiginia

This =ause came on this 21st day of May, 1991, u 2on the

application of'xy USA, Inc. requesting that this Board iool the

interests sf well operators in the 80-acre (plus a tole'nce of

154) drill I.ng units established for the Oakwood Coalbed Methane

Field in tlute South Grundy Magisterial District of Buchahaz County,

Virginia. Notice of the filing of the application hereiii and of

the time, date and place of the hearing thereon was iiuly and

properly given to each well operator of record having an i.nterest

in the occluded coalbed methane gas below the Tiller seam of coal

underlying the tracts within the drilling unit covered b sreby as

required ly Section 45.1-361.19of the Code of Virginia, 1950 as

amended. The Board examined the Notice as given and further

conducted inquiry into the sufficiency of Oxy USA, Inc.' search

to determine the names and whereabouts of well operators, who may

be affected by the pooling of occluded coalbed methane <ias below

the Tillex seam of coal in the drilling unit involved her in. The

Board fines that Oxy USA, Inc. has exercised due diligenc~ and has

conducted a meaningful search of reasonably available si,urces at
hand, inc]uding, but not limited to, grantor/grantee inde~ as, deed

books, wi] 1 records, tax records, local telephone books ar t has had

conversat:.ons and correspondence with interested partiiis. The
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Board herebY approves the notice given, by publicat on and

otherwise, as meeting the statutory requirements, rules of the

Board and z,inimum standards of state and federal due proci ss, and

finds that notice has been given in all respects as requireil by law

and the rules of this Board.

James C. Street, representing surface owners, obj<i:ted to

pooling of interests in this proposed drilling unit. The liasis of

their objection was that Oxy USA, Inc. had no standing to request

involuntarr pooling. Mr. Street contended that Oxy lid not a

claimant w Lthin the meaning of Section 45.1-361.22 of the Code of

Virginia. 3wnership of the coalbed methane is also being claimed

by the surface owners.

The Board is of the opinion that the provisions of Section

45.1-361.23 should be construed broadly. This broad conm:ruction

is necessary to recognize that there may be conflicting c Laims to

the ownership of occluded coalbed methane gas. The firginia

General Azsembly recognized that conflicting claims to c mership

could potentially prevent development and production of this

resource. Section 45.1-361.22 addresses this problem an 1 allows

for development and production of occluded coalbed methanii pending

resolutior of ownership.

Accordingly, based upon the evidence presented, t re Board

finds thaC Oxy USA, Inc. is a claimant within the me ining of

Section 4!i~ 1-361,22 to occluded coalbed methane interei'ts below

the Tiller seam of coal in the drilling unit as describiid on the

map, which is attached hereto as Exhibit "A" and medi. a part
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hereof, anil has the right to conduct operations on its claimed

occluded cc albed methane interests.
Based upon the evidence presented, the Board finds i,hat the

following named persons may be owners of occluded coalbed methane

gas interests below the Tiller seam of coal, which 4 .e held

pursuant to a lease or other agreement, in the drilli og unit

involved herein who have not voluntarily agreed to paiL their

interests, in this unit for its development and operation:

1. I'ames C. Street, Route 2, Box 76, Oakwood, VA 2 631

2. ICays S. Blankenship, Box 144, Rowe, VA 24646

Tanice C. Street Taylor, Route 2, Box 57, i)akwood,
'/A 24631

Dorothy J. Street Shortridge, 76 Shannon leights,
Richlands, VA 24641

5. Ella B. Street Anderson, Address Unknown

6. Donald M. Street, Address Unknown

7. Lettie V. Street, Address Unknown

8. Vivian L. Street Peisch, Address Unknown

9. Barbara E. Street Prine, Address Unknown

10. Wiltha Francis Street Parazoo, Address Unknown

11. Clifferd Dean Street, Address Unknown

12. Norma S. Nocholas, Address Unknown

13. Mary S. Alexander, Address Unknown

14. Bea Street Fletcher, Address Unknown

15. Ervin C. Street, Box 102, Rowe, VA 24646

16. Elsia W. Layne, Box 472, Reen Mountain, VA 246 4

17. Rosa Williamson Charmon, Address Unknown
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18. Arlin B. Looney, Address Unknown

19. EIarrison G. Looney, Address Unknown

20. 1Iazel G. Almstead, Address Unknown

21. irma M. L. Bruce, Address Unknown

Based upon the evidence presented, the Board finds Ihat, in

order to «void the drilling of unnecessary wells, prescient the

various types of waste and protect the correlative rightl of all
owners and potential owners of occluded coalbed methane IIas with

respect tc the drilling unit involved herein, the owners and

potential owners of occluded coalbed methane gas involved who have

not hereto;.'ore reached an agreement with respect to develop sent and

operation xf the drilling unit covered hereby shall be rec aired to

pool their coalbed methane gas interests below the Tillez seam of

coal for t;ie development of this drilling unit, upon the t zrms and

conditions set out in this order, all of which terms and cc sditions

are found, after consideration of the evidence presented in this

cause, to be supported by substantial evidence and to !>e just/

reasonable and equitable and such as will afford each occluded

coalbed methane gas owner and potential owner in this snit the

opportunity to recover or receive just and equitable ,ihare of

productior from this unit.

Basec upon the evidence presented at the public hiizring in

this matte.r, the Virginia Gas and Oil Board orders as fo.llows:

(1) The interests of well operators, as named above, in this
80-acre (o ith a tolerance of 154) drilling unit establishiid in the

lands invc lved herein for the Oakwood Coalbed Methane Gas 'ield are
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hereby pooled for the development and operation of this un;.t. Oxy

USA, Inc., is hereby authorized to drill, complete and o" crate a

well in tl<is drilling unit so as to produce occluded coalbed

methane ga<i from the pooled acreage, consistent with the ti <rms and

provisions of its applicable well work permit and the Oakwc xi Field

Rules.

(2) 1,'ach owner or potential owner of occluded coalbeci methane

gas below she Tiller seam of coal involved herein, other Wan Oxy

USA, Inc., shall, within 30 calendar days after the date oi'ailing
this Order, deliver to Oxy USA, Inc., P. O. Drawer {},Ri:hlands,

VA 2463<, a written election either to participate in the

operation of the well covered hereby or to exercise siich well

operator's right of election under this order as describ<ii below.

A timely i<lection shall be deemed to have been made il a well

operator an or before the last day of such 30 calendar day period

has sent exch written election by telegram or telegraph to Oxy USA,

Inc., or ',ias had such written election duly postmarked and has

placed such written election in the United States mai ., first
class, po<,tage prepaid, duly addressed to Oxy USA, Inc. at the

address s<.t forth above. The alternatives afforded to the well

operators herein pooled are set forth below.

Each occluded coalbed methane gas well operator or 1:otential

well operator herein pooled claiming an interest as to the occluded

coalbed m<thane gas below the Tiller seam of coal derived from any

tract wit:sin the drilling unit involved herein is acc<irded the

following options as to such interest:
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(a) :>articiuation: To participate in the 'working Interest

in and the development of the occluded coalbed methane g, s below

the Tiller seam of coal in the drilling unit involved hi rein by

agreeing ti pay such well operator's proportionate part of the

actual cost of drilling, completing, equipping, operating, Iilugging

and abandoning of the well covered hereby and by payinf as set

forth here..n, to Oxy USA, Inc., such owner's proportionate part of

the $237,8'~0.00 estimated cost of drilling, completing, eqi<ipping,

operating, plugging and abandoning of the proposed well covered

hereby. A participating well operator's proportionate pai 5 of the

anticipatei cost of completion and share of the product:,on from

such well uhall be in the proportion that the number of net mineral

acres in :he unit covered by the occluded coalbed met .ane gas

rights owned by such party bears to the entire number of mineral

acres in this unit; or

(b) Carried interest: In lieu of participatinc in the

working interest in and the development of the pool in this

drilling unit, as set forth in subparagraph (i) above, to elect to

share in the operation of the well covered on a carried 1 asis (as

a carried well operator) so that the proportionate pari. of the

actual cost of drilling, completing, equipping, operating, plugging

and abandoning of such well allocable to such carr ed well

operator'f interest is charged against such carried well oI,erator's

share of production from such well. All of such cari Led well

operator'i occluded coalbed methane gas rights below th e Tiller
seam of coal in the pool in the drilling unit involved h,rein are
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relinquish<.d under this order to Oxy USA, Inc. until the: roceeds

from the sile of the share of production from such well ccruing

to such carried well operator's unleased interest in the '.rilling

unit invo.'.ved herein, exclusive of any royalty, ex',ess or

overriding royalty, or other non-operating or non-cost bearing

burden reserved in any lease, assignment thereof or aiireement

relating t hereto covering such interest, equals three hundred

percent (3004) for a leased interest or two hundred percer: (2004)

for an unl aased interest of the share of the cost of dril .ing and

completing the well allocable to the occluded coalbed met:iane gas

interest cf such carried well operator; plus one hundred percent

(1004) of the carried operator's share of the cost of surface

equipment beyond the wellhead connection of such well allo .able to

the internet of such carried well operators y1gy, one hundred

percent (3 00$ ) of the share of the cost of operating erich well

allocable to the occluded coalbed methane gas interest of such

carried well operator. Such carried well operator's proportionate

part of t)ie costs of, and the production from, the wel] covered

hereby is to be in the proportion that the number of ne> mineral

acres in the unit covered by the occluded coalbed met:iane gas

interest cwned or potentially owned by such carried well operator

bears to the entire number of mineral acres in such unit During

the perioi of time Oxy USA, Inc. is entitled to recc Lve such

carried well operator's share of production or the proceeds

therefrom, Oxy USA, Inc. shall pay all applicable pr duction,

severance, excise, gathering and any other taxes based upon or
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measured by the value or amount of production and shall se,arately

calculate <hand pay to such carried well operator for paymen': to the

appropriate owner any royalty, excess or overriding royalty and any

other non-operating or non-cost bearing burden reserved in any

lease, assignment thereof or agreement relating thereto which is
deducted ) rom the share of production of such carri sd well

operator. Such royalty, excess or overriding royalty sic other

non-operating or non-cost bearing burden is not to be su iject to

any charge for operating costs. Payment by Oxy USA, Inc. to such

carried well operator of any such royalty, excess or ow srriding

royalty or other non-operating or non-cost bearing burden shall be

made within ninety (90) days after the end of the calenc,sr month

within wh:.ch the production subject to such burdens ~s sold.

Within sizty (60) days after the completion of. the well covered

hereby, Ozy USA, Inc. shall furnish such carried well operator an

inventory of the equipment in and connected to such wel,. and an

itemized statement of the cost of drilling, comple',ing and

equipping such well for production; and for each month thiireafter,

during thi~ time Oxy USA, Inc. is being reimbursed as provided

above, Ox) USA, Inc. shall furnish to such carried well operator

an itemized statement of all costs and liabilities incurrid in the

operation of such well, together with a statement of the quantity

of occlude.d coalbed methane gas produced therefrom and tl e amount

of proceec,s realized from the sale of the production all,'cable to
such carried well operator's interest in the unit dr ."ing the

preceding month. Oxy USA, Inc. shall also furnish to the I',tate Gas
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and Oil Inspector, copies of the same statements furnishec, to each

carried well operator under the provisions hereof. An~ amount

realized from the sale or other disposition of equipmeit newly

acquired 3n connection with any operation on the well covered

hereby which would have been owned by such carried well )perator

had such owner participated therein as a participat:.ng well

operator shall be credited against the total uncovered we Ll costs

in determining when the interest of such carried well operator

shall revert to such owner as described above. When Oxy D SA, Inc.

recovers from such carried well operator's relinquished i.nterest

provided for above, the relinquished interest of such carried well

operator shall automatically revert to such owner, and .'rom and

after such reversion, such carried well operator shall bn treated

as a participating well operator and shall own the same interest

in such well, the material and equipment in or pertainin<l thereto

and the production therefrom, as such owner would h,ve been

entitled to had such owner participated initiall, as a

participating well operator in the drilling, comple',ing and

equipping of such well; and thereafter, such owner shall b, charged

with and shall pay the owner's proportionate part of th» further

costs of the operation of such well.

(c) Cash Consideration: In lieu of participatin',i in the

working interests in and the development of the dril) Lng unit

involved herein, any owner of an unleased interest may elect to

receive a sum of ONE DOLLAR ($1.00) per net mineral acre owned by

such owner, plus a total royalty in the amount of one-i,ighth of
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eight-sigh Chs (1/8th of 8/Sths) of the occluded coalbed met vane gas

and gas condensate produced from the well covered by thi,> Order,

the same to be delivered into the lease tanks or into the g Lpelines

to which such well is connected, free and clear of al; costs,

expenses and risks incurred in or in connection with E,filling,

equipping, operating, completing, plugging and abandonincl of such

well. Any well operator electing this option shall delivsr under

this Order a net revenue interest of 87.504 of 8/Bthn of the

occluded coalbed methane gas and gas condensate produced from the

well covezed by this Order, with such net revenue intere Nt being

determined by deducting from such owner's share of produ<:Cion the

royalty provided for immediately above'nd provided furtlier, that

such royalty of 1/8th of 8/Bths and such net revenue int arest of

87.50% of 8/Sths shall be proportionately reduced and payable only

in the proportion that the number of net mineral acres in the

drilling unit covered by the occluded coalbed methane gas rights

owned by such well operator bears to the entire number o:! mineral

acres in this unit; or

(3) In the event a well operator, either an owns.r of an

occluded :oalbed methane gas lease or an owner of an unleased

tract, who is subject to the provisions of this Order sl,all fail

to timely and properly elect, in writing, one of the a,plicable

options as set forth above, such well operator shall be eemed to

have elected not to participate in the working interest iz the well

covered hereby and shall be deemed to have leased his inierest in

the occlucIed coalbed methane gas to the designated coalbe;, methane

10



gas well operator. In the event a well operator, either iin owner

of a lease interest or an owner of an unleased interest, who is
subject to the provisions of this Order shall elect to c:t as a

participating well operator under 2A.(i) or B.(i) above, w'ichever

is applicalile, but thereafter fail or refuse to pay or se ure the

payment of such well operator's proportionate part of the cost of

the well covered hereby as set forth in such provisions, such

election to act as a participating operator under this Ordiir shall

be null anc, void and such well operator shall become a carr ied well

operator consistent with the terms and provisions of this Order.

(4) L'f any payment of bonus, royalty payment or othe) payment

due and owing under this Order cannot be made because thai person

entitled thereto cannot be made certain due to conflictir ( claims

of ownershi.p and/or a defect or cloud on the title, then s 1ch cash

bonus, royalty payment or other payment shall be deposite<l into an

escrow account within one hundred eighty (180) days after the date

of this Order and shall not be commingled with any fundii of the

applicant or unit operator. Such funds shall be held for the

exclusive use of, and sole benefit of, the person entitleil thereto

until sucli funds can be paid to such person(s) or thi ~ holder

relinquisl, es such funds to the Board as required by la i i or the

Board. Attached hereto is a listing of all persons whose interest

is uncertc in.
If axy person whose interest is pooled hereby rc fuses to

accept the cash bonus consideration or if any such perse n cannot

be paid tlute cash bonus, royalty payment or any other pa,ment due

11
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hereunder For any reason other than the reasons set fortl, above,

the unit cinerator may deposit such cash bonus, royalty pa ment or

other payment into an escrow account established in the aci,ounting

records of unit operator and such funds shall be credited to such

account for the benefit of such person. Such funds so d ~posited

in such escrow account shall be held for the benefit of the

person(s) entitled thereto until such funds can be paid to such

person(s) or until they are required to be paid to the

Commsnwealth.

Within thirty (30) days of the expiration of any and all

election periods provided in paragraph 2, the designated operator

shall terz(er to the State Gas and Oil Inspector a rivtarized

statement of all disputed claims, specifically, inc.',uding a

breakdown of the type of interest, mineral ownership and percentage

of ownerslzip. This statement shall be used in creaI ing and

establishing the escrow accounts required by this Order. If any

changes ir the status of conflicting claims occur, the dh,signated

operator shall immediately notify the State Gas and Oil:',nspector

and within thirty (30) days submit an amended disputei( claims

statement.

Withfn 30 days of receipt of a certified copy of tne final

legal determination of entitlement or upon receipt of an;.greement

signed by all claimants, the Board shall order payment of ],rincipal

and accrued interest from the escrow account described above to

all persons legally entitled thereto.

12
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(5) i'ell operator involved herein who has not .ppeared

in response to the notice of hearing published pursuant to the

provisions of Section 45.1-361.19, Code of Virginia, . 950, as

amended, and whose identity or whereabouts remains unknowing at the

conclusion of the hearing in this matter shall be deemed to have

elected to lease his interest to the coalbed methane to le well

operator designated to drill as described in paragraph 1, x >der the

same terms and conditions as set forth in paragraph (cl above.

The desicpiated well operator shall deposit into a 4 separate,

distinct interest-hearing escrow account established by the

Virginia ( as and Oil Board with the Treasurer of Virg: nia all
proceeds attributable to the unknown lessor's interest. (11 sums

so deposited shall be held for the unknown lessor's ber ~fit and

shall be deemed unclaimed property and disposed of pursua~ t to the

Uniform Disposition of Unclaimed Property Act (Section !i5-210.1,

W Sea.)
(6) Any cash bonus which becomes payable by Oxy E')A, Inc.

under the provisions of 2(c), above, shall be paid or tendered

within th:.rty (30) days after the date of this Order; i rovided,

however, if the owner entitled to such i'unde releases the same, or

if such caner's interest in the unit involved in this cd:se has a

defect or cloud in the title thereto, or if such owner i annot be

paid such funds for any reason whatsoever other than thi: reasons

set forth in paragraph 2 and 3 above. Oxy USA, Inc. ma, deposit

(credit) c,uch funds due such party into an internal escroii account

established in the accounting records of Oxy USA, Inc. and such

13
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funds shall be credited to such account for the benefit of such

owner. Such funds so deposited (credited) in such escrow account

shall be h.ld for the benefit of the owner entitled there':o until

such funds can be paid to such owner, or such owner accelits such

funds, or until such title defect or cloud is cured or re:roved to

the satisfaction of Oxy USA, Inc.

(7) 3xy USA, Inc., in addition to any other rights afforded

such party under the laws of Virginia, shall have a lieii on the

mineral 1 aasehold estate or rights owned by the oth ar well

operators involved herein in the unit covered hereby and u>,'on their

shares of 'Ae production from the well covered hereby to th s extent

that costs incurred in the development and operation of the

drilling unit involved herein are a charge against such interests.

Such liens shall be separable as to each separate well ope::ator and

shall remain a lien until all costs incurred in connection with the

well have been paid. Upon the failure or refusal of any

participating well operator to pay such well operator's

proportiorate part of any cost incurred hereunder in c<,nnection

with the well covered hereby, shall be entitled to receive the

share of production from the well accruing to such diifaulting

participating well operator's interest in the unit involve:, herein,

or the proceeds from such share, until such proportionati, part of

such cost has been paid. No part of the production or proceeds

accruing to any participating well operator shall be applii,d toward

payment o:: costs chargeable to any other interest in su =h unit.

If any pa 0icipating well operator fails or refuses to pay such
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well operator's proportionate share of the cost incurred hi reunder

in connection with the well covered hereby within sixty (i 0) days

after rendition of a statement therefore by Oxy USA, Inc., he non-

defaulting participating well operators, including Oxy US,~, Inc.,
shall, upon request by Oxy USA, Inc., pay the unpaid amounl: in the

proportion that the interest of each such non-del'aulting

participat..ng well operator bears to the total interests of all
such non-defaulting well operators. In such event, erich non-

defaulting participating well operator so paying sui,h well

operator's share of the unpaid amount shall, to obtain

reimbursement thereof, be subrogated to the lien rights d ~scribed

above.

(8) ff the well involved herein has not been commenc:zd as of

the date c f this Order, shall commence or cause to be c )mmenced

operations on such well within three hundred and sixty-i ive days

(365) days from the date of this Order and in any even:, shall

continue or cause to be continued operations under this 0> ier with

due dilicence; otherwise, the provisions thereof z iall be

inoperative and this Order shall terminate, except for any cash

sums becoziing payable hereunder, unless the time of cozz~encement

of such oseration is extended by an Order of the Board.

(9) Oxy USA, Inc. shall, within thirty (30) day,i, after
completior, tender to the State Gas and Oil Inspector an itemized

statement reflecting the actual cost of drilling, ei:uipping,

completinc, plugging and abandoning the well. Additional itemized

statements, reflecting actual operating costs shall be furi ished to

15
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the State Gas and Oil Inspector on a quarterly basis. If the

actual costs of drilling, completing, equipping, plucpling and

abandoning the well is different than Oxy USA, Inc.'s es:imates,

appropriate adjustments to the burdens imposed i,n each

participating or carried operator's share shall be made.

(10) Oxy USA, Inc. shall cause a certified copy of this Order

to be mal] ed to the last known address of each well ope .ator as

listed in this Order.

The relief granted by this Order is to avoid the drilling of

unnecessary wells, prevent the various types of waste or occluded

coalbed mi ethane gas and protect the correlative righti i of all

owners with respect to the pools in the drilling unit involved

herein.

Done and executed this

majority cf the Virginia Gas

(0 day of A~, 1991, by a(i W
U

CHAIRS%

Done and performed this

1991, by z rder of this Board

Princ~al Executive o t; ie staf f,
V+ginia Gas an Oil Board
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State of Virgin:.a
County of Washhqrton

Acjcnowledged on this CP day of 1991
meyally before me a notary public in au'd for the State of VirU inia

Benny Wampler, being duly sworn did 'depose and say that Us is
f the Virginia Gas and Oil Board, that he executed the saxi and

='-4,'-""" ~ C
/

ic
sion e spires 9/23/92

IPIIIltll e lh

State of Virginia
County of Wa shi ugton

/
Acknowledged or this day of (4~, 199;,

A;Rpnally be) ore me a notary public in and Wor the State of Vir inia
gyron Thomas Fulmar, being duly sworn did depose and say that se is
"Peer tive to the Staff of the Virginia Gas and Oil Board, thi t he

I'A e sf 9m md was authorised to do so.

VIRGINIA: In the Cl( rk's Office of the Circuit Court of Buchanan County. Tt . fore-
going instrument was th) s day presented in the office aforesaid and is, togethes with thecertificate of acknowled gment annexed, admitted to record this 6th day of June, .991 at11:35 A .M. Dei d Book No. 375 Page No . 812

TESTE: Russ V. Presley, Clerk

BY: 6. 545I <,DEPUTY CLERR
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